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SUBJECT: Excl usi on/ Anbunts Received by Survivor of the Hol ocaust or Heirs From
Swi ss Bank Accounts

SUMVARY

Under the Personal |Incone Tax Law, this bill woul dexclude from an individual’s
gross incone any anounts received by a survivor of the Holocaust, or his or her
heirs, froma dormant account held by any Swi ss bank at the close of Wrld

Var 1.

EFFECTI VE DATE

This bill would apply to taxable years beginning on or after January 1, 1998.

LEG SLATI VE H STORY

AB 1624 (Stats. 1996, Ch. 28), SB 714 (Stats. 1996, Ch. 29).

PROGRAM HI STORY/ BACKGROUND

In 1997, the Swi ss Bankers Associ ation published three |ists of accounts that had
been dormant since World War I1. Two of these |lists contained the account names
of non-Swi ss individuals. The publication of these |ists and the creation of a
special clainms resolution process are efforts to sinplify the process of
searching for uncl aimed assets that may be held in Sw ss banks in dormant bank
accounts opened by foreign citizens prior to the end of Wrld VWar Il. The Sw ss
Banki ng Onbudsman has established a central contact office to assist Hol ocaust
survivors and heirs of Holocaust victins in matching their clains for assets that
may be held in Sw ss banks.

According to a list of answers for frequently asked questi ons about the dornant
accounts published by the Sw ss Bankers Associ ation, the “List of Non-Sw ss
Accounts includes all known dormant Swi ss bank accounts that were opened before
May 9, 1945, by non-Sw ss individuals.” Further, “It is likely that the List of
Non- Swi ss Accounts includes both victins of the Hol ocaust and i ndivi dual s who
were not victins of the Hol ocaust, but who have forgotten about the existence of
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their Sw ss accounts.” The Sw ss Bankers Association states that “[u]lnlike in
many countries, including the United States, where inactive accounts are turned
over to the governnment after a period of tinme, in Switzerland, dormant accounts
remain the property of the client and nust continue to be held by the banks.”
The deadline for filing a claimunder the special clains resolution process is
March 31, 1998.

SPECI FI C FI NDI NGS

Exi sting federal and state | aws provide that gross incone includes all incone
from what ever source derived, including conpensation, business inconme, gains from
property, dividends, rents, interest, and royalties, unless it is specifically
exenpt .

Exi sting federal and state | aws provide that certain types of inconme specifically
are excluded fromgross inconme, such as anmounts received fromcertain death
benefits, gifts and inheritances, compensation for injuries and sickness,
qgual i fied schol arshi ps, educational assistance prograns, and foster care
payments.

An existing federal Treaty provides that awards recei ved pursuant to the German
Act Regul ating Unresol ved Property Clains are exenpt fromU. S. taxation

Exi sting state | awexcludes froman individual’s gross income any anopunts
received, including interest and the value of property, pursuant to the German

Act Regul ating Unresol ved Property Clains. The basis of any property received as
conpensation is the fair market value determned at the tine of receipt by the

t axpayer.

Nei t her existing federal nor state |aws currently exclude from gross incone
amounts received froma dormant account held by any Sw ss bank. The depart nent
is not aware of any congressional proposal to exclude these amobunts from federa
gross i ncone.

This bill would exclude from gross inconme anounts received by a survivor of the
Hol ocaust, or his or her heirs, froma dormant account held by any Sw ss bank at
the cl ose of Whrld War 1|1.

| npl enent ati on Consi derati ons

I npl ementation of this bill would not inpact the departnent’s prograns and
oper ati ons.

Techni cal Consi derati ons

This bill raises the follow ng technical considerations:

1. This bill provides that the exclusion would apply to ambunts received by
a survivor, or his or her heirs thus limting the exclusion to heirs of
a survivor and not of a victimof the Hol ocaust.
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2. For clarification, the term*“heir” should be defined. The California
Probate Code provides definitions for heir (Section 44) and beneficiary
(Section 24), which includes heirs (intestate) and devisees (testate).
Either (or both) of these definitions could be incorporated by reference
to the appropriate Probate Code Secti on.

FI SCAL | MPACT

Departnmental Costs

The provisions of this bill would not inpact the departnent’s costs.

Tax Revenue Esti mate

Nei t her the nunber of qualified clains that may result nor the anpunt of
settlenments that could be received by California residents is known at this
time. As a rule of thunb, for every $1 mllion of claims received by
California residents during the tax year, the revenue |osses would be on the
order of $80, 000.

BOARD POSI TI ON

Pendi ng.






